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MENDOCINO COUNTY MOVES FORWARD WITH PACE 

At their January 21, 2014 meeting, the Mendocino County Board of Supervisors, on a 3/2 vote, took a big 
step forward in making it possible for local homeowners and business owners to access special property 
assessed financing to pay for home improvements that address energy efficiency and water conservation, 
through the Property Assessed Clean Energy (or PACE) program.1 

Before moving forward, the Board spent more than a year considering PACE, established an ad-hoc Board 
committee to research the issue, received letters of support from, among others, the City of Fort Bragg,2 
and received public comment.3  

Mendocino County’s PACE program is now expected to be in place by late spring or early summer 2014.4 
Thus, PACE financing for Mendocino County homeowners will come in the midst of an epic drought,5 and 
at a time of growing concern nationwide about the environmental and economic impacts of dependence on 
fossil fuels.6 

How Does PACE Work? 

PACE in Mendocino County is being modeled after similar programs established in cities and counties 
nationwide.7 Nearby, in Sonoma County, more than 2,000 PACE-funded projects have been completed, 
most of them for residential housing.8 

The existence of a successful PACE program in Mendocino County’s southern neighbor was part of the 
impetus to get PACE started locally. When asked to comment for this article, Supervisor Dan Hamburg said 
“I am just very glad that finally we have a PACE program in Mendocino County. Sonoma County generated 
thousands of jobs and millions of dollars in economic activity with PACE, some of our local contractors 
worked with PACE in Sonoma County. I look for great things to happen as a result of PACE.”9 

Mendocino County’s PACE program will be available for both homeowners and business owners, and will 
be developed and run by the same third party administrator that runs the Sonoma County PACE program: 
Ygrene Energy Fund, whose nationwide headquarters are based in Santa Rosa, California.10 Ygrene’s 
track record in implementing PACE was also a consideration. “PACE--as it’s executed by Ygrene--has 
shown itself to be a great program,” said Supervisor Hamburg.  

According to the Sonoma County Energy Independence Program, PACE provides "an opportunity for 
property owners to finance energy efficiency, water conservation and renewable energy generation 
improvements through a voluntary assessment. These assessments will be attached to the property, not 
the owner, and will be paid back through the property tax system over time, making the program not only 
energy efficient but also affordable."11 
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Let’s consider this hypothetical example: the Reyes family owns a two story home in rural Mendocino 
County. They are concerned about their high energy bills and the difficulty they have in keeping their home 
warm during the winter. In the midst of the drought, they worry that their well is running low, and wonder if 
they have leaking pipes. They wonder how to make their home more energy and water efficient. They 
wonder if their home would be a good place for solar power.  

Mendocino County’s PACE program, as being developed now, would provide the Reyes family with good 
information and referrals to contractors who understand the PACE program, who will come out to the 
Reyes’ home to evaluate their energy use and provide proposals for ways they can improve water 
conservation and energy efficiency.  Once the Reyes family decides which improvements they want to 
implement, they can voluntarily opt-in to participate in the PACE program, applying through the local PACE 
office to levy a self-assessment to pay for the improvements. The local PACE office provides guidance, 
helping the Reyes family to understand their options, and to complete an application for the PACE 
program.12 Because PACE is not a loan, PACE approval is not based on the homeowners’ credit, nor is it 
tied to the home’s equity. 

By participating in the PACE program, the Reyes family is able to improve their home’s water conservation 
and energy efficiency. These improvements result in a decrease in their energy bills, and save their well 
from running dry during the summer, which saves them the cost and headache of having to drill a deeper 
well. With lower home energy bills, and a more sustainable water supply, the Reyes home is now a more 
affordable, and comfortable, place to live. 

Unlike a loan, PACE is a property tax self-assessment, attached to the property, which the Reyes family 
agrees to pay back over time, through a voluntary increase in their property tax bill. If the Reyes family 
decides to sell their home, they will need to tell the purchaser about the assessment, which stays attached 
to the home’s property tax assessment, and thus is taken over by the new homeowner.  

PACE History 

The PACE program is now being implemented in cities and counties across the nation. But it all began in 
California in 2008.13   

Under the PACE model, cities and counties are allowed to create special districts where property owners in 
the district may voluntarily agree to add an assessment to their property tax. These clean-energy districts 
are authorized as an extension of the Mello-Roos Community Finance Facilities Act of 1982.  
 
In the words of californiataxdata.com: ”In 1978 Californians enacted Proposition 13, which limited the ability 
of local public agencies to increase property taxes based on a property’s assessed value. In 1982, the 
Mello-Roos Community Facilities Act of 1982 (Government Code §53311-53368.3) was created to provide 
an alternate method of financing needed improvements and services. The Act allows any county, city, 
special district, school district or joint powers authority to establish a Mello-Roos Community Facilities 
District (a “CFD”) which allows for financing of public improvements and services.”14 

Acording to Ygrene: “In 2008, the California State Legislature adopted…AB 811, [which] authorizes cities 
and counties to enter into voluntary contractual assessments with property owners for eligible energy 
efficiency, renewable generation and water conservation improvements that are permanently attached to 



private property. The legislature determined that installation of these improvements enhances the 
environment, creates jobs and stimulates the economy, and thereby provides a public benefit.”15 

PACE in Mendocino County has received strong support from local leaders working on energy 
conservation, such as Keith Rutledge of Willits’ Renewable Energy Development Institute, who started an 
online petition and spoke before the Board of Supervisors in support of the program.16  

The local PACE program has also weathered some opposition, mostly in regards to the residential side of 
the program. With the real estate market still in long term recovery from the subprime mortgage debacle, 
when the program was initially being considered at the beginning of 2013, concern was raised that making 
PACE assessments available in Mendocino County could cause some residential mortgage lenders to pull 
out of Mendocino County. 17   

Some home mortgage lenders, including notably the Federal Housing Finance Agency, along with Freddie 
Mac and Fannie Mae, have opposed PACE, concerned that these assessments have ‘seniority’ over the 
traditional home mortgages that many homeowners already owe.  

While PACE assessments are not loans, there still is debt created when homeowners, such as the Reyes 
family, opt-in to the PACE assessment and receive funding to pay for specific, approved energy efficiency 
and water conservation projects. That debt---the assessment—is added to the property tax assessment 
and billed to homeowners by the County Treasurer’s office. When the home is sold, the PACE loans and 
other property tax assessments are paid off first, before the home mortgages are paid. One concern has 
been that, if a home is ‘underwater’, and more is owed on the home than it is worth in the current real 
estate market, then the home mortgage lender will end up losing money because the PACE loan will be 
paid off first.  

According to the national nonprofit PACE Now, Federal Home Administration opposition “almost entirely 
stalled the development of residential PACE programs and put communities with existing programs at 
risk.”18   

Yet, residential PACE has persevered and the program is expanding.19  While legal cases filed in four 
federal courts resulted in no clear decision on PACE, and bipartisan legislation to support PACE did not 
make it through congress, PACE’s vocal support by energy advocates, green thinking lenders, and 
development interests, and its positive performance across the nation—and right in Mendocino County’s 
own backyard of Sonoma County-- has apparently lessened some of these concerns.  

Supporters of PACE have countered that improving the energy efficiency and water conservation of homes 
decreases the homeowners’ bills, while increasing the value of their home. 

So What’s Next? 

Mendocino County Board of Supervisors has now established the Clean Energy District (2013-1), and is in 
the process of “Validation,” meaning it is on track and moving forward in the steps needed to implement the 
PACE program by late spring or early summer20. The Clean Energy District (2013-1) now includes all 
unincorporated areas of Mendocino County. As part of the Validation process, the four incorporated cities in 
Mendocino County (Fort Bragg, Point Arena, Ukiah, Willits) are being given the chance to “opt-in” to be 



included in the District, making their residents eligible to participate in the County’s PACE program. The 
cities have shown support in the past. 

One appealing aspect of Ygrene’s PACE model is that it is “fully funded,” with Ygrene already committed to 
reimbursing the County for costs related to creating the program. According to the Ygrene proposal made 
to the County: “Ygrene Energy Fund offers municipalities a Turnkey PACE Program at no cost to local 
government. In addition, Ygrene has incorporated a Cost Recovery Mechanism to reimburse the County for 
staff time and resources employed in the development and operation of the program.”21 
 
The County is now working out details of their partnership with Ygrene, including how the assessments will 
be funded. As part of the complete package of the services they offer to districts which create PACE 
programs, Ygrene already has short term funding secured through their lending partners to fund the 
assessments, and is prepared to secure long term funding, as they have for other districts.  
 
However, one possibility, as mentioned in separate interviews with Supervisors Gjerde, McCowen and 
Hamburg, is that Mendocino County may be able to benefit economically from PACE even more, by 
providing the short term funding for PACE projects, and possibly even the long term funding. Currently the 
County Treasurer is reviewing the possibility that PACE may be self-funded by Mendocino County in order 
to generate better returns on funds pooled by Mendocino County for investment, as was done in Sonoma 
County. It was mentioned that, in the current investment market, the County is receiving low returns on their 
short-term pooled investment funds, of less than 1%, while money invested in PACE brings a 3% return on 
investment. 

Once Mendocino County completes the Validation process, Ygrene will have the green light to move 
forward in establishing the local office and staffing needed to make PACE happen.22 

By summer 2014 locals can expect to hear specific details from Ygrene about the location of the 
Mendocino County PACE office and the availability of PACE assessments. Local staff will be responsible 
for marketing and outreach. Contractors seeking PACE projects will be required to participate in Contractor 
Trainings to learn how best to work with the PACE program.23 
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